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Supporting Ongoing Reforms 

Recent reform progress boosting growth: Economic growth in the Broader Middle East 
and North Afiica has been less dynamic than other regions during the last decade. Real 
per capita incomes grew only 1.5% a year in the 1990s. Moreover, given the heavy 
reliance of many countries in the region on commodity exports, growth rates have been 
volatile. To address this, many countries in the region have increasingly emphasized the 
need for private sector-led growth and have accelerated market-oriented reforms. 
Boosted by these efforts, growth is on track to reach around 5% in the region this year. 

Ownership of reform is a prerequisite to sustainable success. As G8 and BMENA 
govemments work cooperatively to support reform and growth, it is important that 
initiatives be based on home-grown agendas. 

Capacity a major constraint: Reform depends not only on political will but also on 
institutional capacity, which in turn depends on the availability of adequate skills and 
technical expertise. The Arab Human Development Report identified a growing 
knowledge deficit as one of the most important challenges facing the region. In 
recognition of the need for technical expertise, the G8 supported establishment of a 
technical assistance facility at the International Finance Corporation to promote private 
sector development and small and medium-sized businesses. Regional officials have 
suggested discussing ways to improve the provision of technical assistance. 

Aid can help: While the region's economic policies are the most important factors in 
determining growth and job creation, external financial and technical assistance can 
support reforms, particularly when there are transitional costs and delayed benefits. In 
2003, development finance to BMENA countries from major multilateral institutions' 
approached $10 billion. According to the OECD, reported bilateral overseas 
development aid to BMENA countries continued a recent upward trend to reach over 
$6.7 billion in 2003, of which $6.3 billion was from G8 countries. Both donors and 
recipients have suggested that changes in the delivery of aid could increase its 
effectiveness. The network of development institutions suggested by G8 and regional 
leaders at Sea Island might be well-placed to advise these ongoing discussions. 

Issues for discussion 

Do Ministers want to ask the Network of Funds to provide an assessment to G8 and 
regional governments of the levels and effectiveness of official development 
assistance to the region? 
Do Ministers agree to ask the Arab Monetary Fund, International Monetary Fund and 
World Bank to consult with the countries concerned and other official donors to 
survey jointly top priorities for monetary, fiscal and financial sector technical 
assistance on a country by country basis and produce a prioritized list? 
How can governments and the private sector best work together to develop and 
implement pro-growth reform strategies? 

' IBRDIIDA, IFC, European Investment Fund, Islamic Development Bank, Arab Fund for Economic and 
Social Development, African Development Bank, Asian Development Bank. 














